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AGENDA | TEM

Dual eligible beneficiaries: eligibility, coverage,
and paynment policy -- Anne Mutti, Sarah Lowery

M5. MJTTI: This presentation introduces our work plan and
initial work on the dual eligible population. And that's those
beneficiaries that are eligible for both Medicare and Medicaid

cover age.
In addition to the briefing nmaterials we sent you in advance

of this neeting, back Novenber -- and I'mnot sure if you're

going to renmenber this -- we did give you a preview of our work

plan. So you've had sone materials to get an idea of what our
t houghts were on this topic.

| just want to take a nonent first to talk about the reasons

we felt that it was inportant to focus on this population.

First, as many of you probably have noticed in nunmerous of our

di scussions on different paynent policies, questions have arisen
about how dual eligibles are paid for, what their care patterns
| ook |i ke, what their coverage is. And we're hoping that this
agenda for work will answer many of those and probably raise

ot hers.

Secondly, the very nature of this population notivates us to
put it on our agenda. These are a vul nerable and costly group of
beneficiaries. In terns of vulnerability, by definition they are
poor. They tend to be nore likely to be living alone, living in
nur si ng hones, be disabl ed, have nore chronic conditions.

In terms of costliness, they account for about 17 percent of
Medi care beneficiaries but 24 percent of spending. In ternms of
total costs, they are about tw ce as costly as Medicare
benefi ci ari es.

We al so thought it was inportant because there's been a
variety of policy changes that have been enacted in the |ast few
years that may particularly inpact this population, be it PPS s
for post-acute care services, a prescription drug benefit,
changes in how Medicaid is supposed to pay for Medicare cost
sharing. Al of these are inportant. And while we may not have
t he resources right now to exam ne each of these specifically, |
think collectively we felt that they warranted closer attention
to this popul ation.

Lastly, there's a nunber of other issues that we're | ooking
into, the inplenmentation issues of the prescription drug benefit,
di sease managenent proposals, and both of those have inplications
for dual eligibles. And certainly going over sone of the basics
of this population, who they are, how they are paid for, what
their care patterns are, should help facilitate those
di scussi ons, al so.

The work plan us up on the screen. The first two itens,
eligibility requirenents and coverage and paynent policies, we

will be tal king about today and we'll identify sonme of the issues
that we've found so far in our |ook at that.
In the future, we plan -- and this is supposedly this spring

-- we're going to be | ooking at the denographic characteristics



of this population. W're particularly interested in teasing out
t he subpopul ati ons within duals because it can be a sonewhat

di verse group. We'd like to ook at their cost and use of care
and conpare that to other beneficiaries, and al so | ook at access
to care. And we're hoping to use MCBS and CAHPS data, if not
sonme ot her sources to specifically |ook at responses by dual

el i gi bl es.

At this point, I"'mgoing to turn it over to Sarah, who's
going to talk about eligibility requirenments and issues. then
"1l come back and tal k about coverage and paynent policy. And
then we | ook forward to getting your conments, both on the agenda
and the content of this presentation.

M5. LONERY: About 90 percent of dual eligible beneficiaries
qualify to receive full Medicaid benefits such as nursing hones
or other institutional care, honme care, or dental care in
addition to their Medicare benefits. Beneficiaries can qualify
for these benefits either by also qualifying for Suppl enental
Security Inconme, SSI, and neeting other asset requirenments, or by
bei ng nedi cal |y needy.

A beneficiary is considered nedically needy if after
deducting their nedical expenses fromtheir inconme they neet a
state-specified level. Medically needy beneficiaries would not
otherwi se qualify for Medicaid since their incone and assets are
above the requirenents, but they are essentially allowed to spend
down their inconme to qualify. And they're also often called
spend- down beneficiari es.

Medi cal |y needy beneficiaries often cycle into and out of
t he Medi caid programsince their eligibility may change
frequently. 39 states have nedically needy prograns through
whi ch states have the option of paying the Part B premum in
addition to providing full Medicaid benefits.

On the other hand, states nust pay the Part B prem um and
cost-sharing for beneficiaries who qualify through SSI, in
addition to the full Medicaid benefits.

Addi ti onal prograns, often called the Medicare Savings
Prograns, created four other categories of dual eligible
beneficiaries. Qualified Medicare beneficiaries, QvBs, specified
| ow i ncone beneficiaries, SLMBs, qualifying individuals, Qs, and
qual i fied disabl ed and worki ng individual s.

QvBs, which nmake up 6 percent of dual eligible beneficiaries
have incones up to 100 percent of poverty and a hi gher asset
| evel than SSI recipients and states pay their Part B prem uns
and cost-sharing.

3 percent of duals are SLMBs, who have incones between 100
and 120 percent of poverty with the sanme asset requirenents and
states pay the Part B prem uns.

Q s nust have incones between 120 and 135 percent of
poverty, again the same asset requirenents, and states pay sone
or all of their Part B prem uns.

DR. NELSON: [off mcrophone.] Is an owned hone excluded in
t he assets?

M5. LOAERY: Yes. Yes.

States pay Part A premuns for qualified disabled and
wor ki ng individuals if they purchase Part A after they return to



wor k and have i nconmes | ess than 200 percent of poverty but don't
qualify for any other Medicaid assistance.

M5. DePARLE: Al an was asking me about the assets test and
you answered one of the questions, but can you go back to that
chart?

This may be too conplicated, but how do the assets test
under these various categories conpare with what's in the D MA
for the subsidies for |ow incone people? Are the asset tests the
sanme, or do you know?

DR. BERNSTEIN. [off mcrophone.] States have different
asset tests and sone of those are simlar to DIMA and some of
themare significantly lower. Some of themare higher. They're
all over the place.

M5. DePARLE: For DIMA it will be a nationw de assets test.
So the state may have its own asset test for this purpose.

DR. BERNSTEIN: Right.

M5. DePARLE: And then also do the other one.

DR. BERNSTEIN. [off mcrophone.] They do set floors for --
the state's programhas floors. But for full Medicaid benefits
there are different assets tests that vary by state.

DR. STOWNERS: Another thing, usually Alan, if they go into a
long-termcare facility, a nursing home or whatever, then they
only get to keep their hone for one year to be sure they're not
going to get back out. But at the end of the year, the house has
to be sold. And that asset goes into hel ping pay for their
nursi ng home care, in nost states.

M5. LONERY: Eligibility and benefits offered to Medicare
beneficiaries through Medicaid can vary greatly by state, as you
just tal ked about. For exanple, states have the option to extend
full Medicaid benefits to beneficiaries with inconmes up to 100
percent of poverty. Sone states do this and some do not.

Also, even if a beneficiary is eligible for Mdicaid
benefits, they may not be enrolled in the program because of
various barriers to program participation or they sinply may
choose not to enroll. Qutreach to beneficiaries, sinply
educating them about the progranms nay not be effective and
wel fare workers, Social Security enpl oyees, and conmunity-based
organi zations often don't have extensive know edge about the
pr ogr ans.

The enrol I ment process itself can be |ong and conplicated
and often requires long waits in welfare offices, face-to-face
interviews, and extensive docunentation of income and assets that
coul d deter beneficiaries fromenrolling, as well as difficulties
wi th | anguage and transportation.

Beneficiaries may choose not to enroll if the state has
Medi caid state recovery requirenents and there's also a stigm
associated wth being on Medicaid which may prevent beneficiaries
fromenrolling.

Enrol Il ment in Medicaid and the Medicare savings prograns is
of ten docunented at significantly |less than 100 percent of
eligibles. For exanple, only about 16 percent of those eligible
for the SLMB program are enrolled and estinmates of beneficiaries
who qualify for the QWB programrange from55 to 78 percent.

The differences that we have described in eligibility and



enrollment translate to differences in health care benefits which
can affect access to needed care.

Now Anne will nove on to coverage.

M5. MJUTTI: By definition, dual beneficiaries have both
Medi care and Medi caid coverage but one of key questions is which
program covers which service. Medicare is primary, and by that |
mean it pays first for the services that it covers in its benefit
package. While that may sound sonewhat straightforward, it
really gets a |lot nore conplicated because there's nany
di mrensi ons to cover age.

For exanple, for a Medicare service to be covered it has to
be provided by a Medicare approved provider, it has to be deened
to be nedically necessary, it has to neet certain coverage
criteria that certain services have |i ke a three-day hospital
stay prior to a SNF-covered benefit. O the beneficiary has to
be honebound before being covered by the Medicare hone health
benefit.

These exanples raise the issue that there's a |ot of gray
area, that we are guided by statute, and a | ot by judgnent, too,
on internediaries, on their part. And then if these decisions
are appeal ed adm nistrative |aw judges can get involved and then
their judgnent pertains here, also.

Medicaid is generally secondary. | just would note that
there are sone dual beneficiaries who actually have other
sources of coverage and in that case they woul d be secondary.

But for the vast mpjority, Medicaid is secondary.

It covers three types of health care costs. Medicare cost-
sharing, and 1'mgoing to cone back to that in a nonent because |
will qualify that. Benefits that have been exhausted under
Medi care or are not covered because of a certain characteristic
is not net. And that may be hospital stay, the episode has been
exhausted, or a SNF stay of 100 days in an epi sode has been
exhausted. And thirdly, benefits not covered by Medicare, and
this would include |ong-termcare services, nost of those, as
wel |l as at the nonent outpatient prescription drugs. 1In 2006
Medicare will have its own prescription drug benefit and at that
poi nt Medicare will be primary on that. And certainly
i npl ementation of that drug benefit raises a |lot of issues for
dual eligibles. And actually ny colleague, fortunately, Joan,
will be comng back to you to talk through some of those with
you.

But at this point | thought it mght just be useful to note
that the benefit design of this prescription drug benefit is
really quite a departure fromother benefits in the Medicare
package because it's the first time -- that we know of anyway --
that the generosity of the benefit varies by inconme of the
beneficiary. So that the cost-sharing requirenments for dual
eligibles are quite a bit |less than the cost-sharing requirenents
for higher incone beneficiaries.

We'd al so note that coverage issues are somewhat nore
conplicated when duals are in MtC pl ans because these plans have
different benefit and cost-sharing structures than under fee-for-
service. These plans, the cost sharing structure varies by plan
and the plans are increasingly charging premuns that are in



addition to the Part B premium And this raises sone paynent
issues that | will conme back to as we tal k about paynment in MC.

Turning to paynment for beneficiaries who are in fee-for-
service Medicare. Wien a service is covered by fee-for-service
Medi care pays the provider the Medicare paynent rate, just as it
woul d for any other beneficiary. Hi storically, nost Mdicaid
prograns have paid the Medicare co-insurance. But do to a
clarification in the BBA, the state programcan opt to pay a
portion or none of that coinsurance if their Medicaid rate is
| oner than the Medicare paynent. |In other words, states are now
required only to fill in the Medicare cost-sharing up to their
Medi cai d paynent rate.

So I'l'l give you a quick exanple. You' ve probably heard
this one before if you' ve gone through this before.

| f the Medicare total paynent rate is $100 and Medi care pays

80 percent, we pay $80. The renmining coinsurance is $20. |If
t he Medi caid paynent rate for that service is $90, Medicaid would
pay $10 of that coinsurance to the Medicare provider. |If the

Medi cai d paynment rate were $70, and it was stated in their state
pl an that they would only pay up to the Medicaid rate, they would
pay no coinsurance to the Medicare provider for that service.

I n general, beneficiaries cannot be charged for this
uncol | ected cost-sharing, but the inpact of this policy is that
the providers will not get paid as nuch for delivering that
service to a dual beneficial than nost of its other patients that
it my see, assum ng that they have suppl enental coverage that
pays for this, and usually it does.

Facility-based providers, however, can offset sone of this
| oss because they can claimit as bad debt and it is reinbursed

by Medi care.
Sonmewhat different rules apply for outpatient nmental health
services. | think I'Il try using a simlar exanple. |If the

Medi care paynment anount is $100, Medicare is only required to pay
$50, 50 percent of that. Medicaid, at nost, is required to pay
only 12.5 percent or $12.50 of that cost-sharing. The
beneficiary can be charged for the remaining $37.50. So there
are sonme different rules for that type of service.

For beneficiaries enrolled in MtC plans, Medicare pays a
capitated rate to the health plan, just as it would for any other
beneficiary. However, because dual beneficiaries are often
si cker than other beneficiaries, the risk adjustnment fornula
produces a hi gher paynent for them

For certain specialized plans, such as PACE pl ans, the
normal risk adjustnent calculation is paired with a frailty
adj uster which pays plans a higher rate assum ng that nost of
their beneficiaries have Iimtations in their activities of daily
['iving.

Medicaid is the secondary payer and, in theory, is
responsi ble for the cost sharing. This doesn't always happen.
It's somewhat inconsistent, as sone case studies have shown. The
issues that are cited in this is often that the plans don't have
information that these beneficiaries are dually eligible. They
do not even know to go | ook for that noney from Medicaid. W' ve
seen a nunber of studies point to the fact that states have a



hard tine getting reliable and tinely information to plans.

M+C provi ders may al so not be Medicaid providers and
therefore have a difficult time billing Medicaid for the
coinsurance. |It's also possible that Medicaid would cl ai mthat
the MC pl an paynment to the provider was sufficient and exceeded
the Medicaid rate and therefore they do owe any additional cost-
sharing, simlar to the fee-for-service provision.

In addition, | wanted to point out that Medicaid is not
required to pay Medicare plans premiuns and particularly as nore
pl ans are charging premuns this ends up being perhaps a nore
significant issue.

Sone states have opted to pay these prem uns because the
addi ti onal coverage the prem um buys, say for exanple outpatient
prescription drug coverage, offsets what Medicaid woul d have had
to spend otherwise for this benefit. But in other cases, states
do not pay the prem uns and beneficiaries are restricted in their
enrollment in MHC plans. Plans, if they do not receive their
prem uns for three consecutive nonths, are permtted to disenrol
t he beneficiary.

There are sone innovative approaches out there to
i ntegrating Medi care and Medicaid financing that address many of
t hese coordination of benefit issues, and perhaps nore
importantly align incentives and inprove the quality of care that
is delivered to this popul ation.

| won't go into detail on these programs now but | just
wanted to point themout and note that they serve relatively a
smal | portion of dual beneficiaries. The thing that unifies
t hese prograns is that they receive an integrated payment for
Medi care and Medi caid serves. Both are capitated paynents for
each program services. They include PACE, which serves primarily
a frail elderly population, has a care nodel that is very
specific. It is a nationw de programbut is currently operating
in about 14 states. M nnesota and W sconsin each have state
wai vers and have had several years of experience now with
integrating the paynments and service delivery there.

And then other states have |aunched ot her prograns that just
capitate the Medicaid acute and | ong-term care services and put
particul ar enphasis on coordinating with Medicare benefits. They
may have designated people who are designed to work with Medicare
providers to facilitate coordination of care.

Let nme go on though to the issues and inplications that
energe fromthese coverage and paynent policies. First, we would
note that spending for each programis affected by the other
program And as a result there is an incentive for cost shifting
between the two prograns. For exanple, | talk about this a
little bit nore in the paper, if a state Medicaid programis
successful in challenging Medicare denial of home health clains,
Medicare will pay those clains and spend nore noney. This wll
relieve Medicaid frompaying those clains and they will save
noney.

Thi s budgetary tension can al so underm ne coordi nation of
care. For exanple, Medicaid prograns nmay not invest in services
such as care coordination that reduces hospitalization because
t he payoff for that investnment is accrued to Medicare. They



cover the hospitalizations, they will get the savings.

Simlarly, at a provider |evel nursing hones have a
financial incentive to hospitalized patients for a three-day
stay. So that upon discharge back to the nursing hone a Medicare
SNF covered stay would be triggered. Medicare paynent rates are
general ly higher than Medicaid and so the Medi care covered stay
is financially preferable. This incentive is tenpered by data
that's being collected on rehospitalization rates but
neverthel ess the financial incentive is in place.

These incentives for inefficiency and al so the bureaucratic
wrangl i ng over who pays for what service likely increase total
cost s.

Then we just go to the inpact of access and note, just
foll owi ng up on our discussion before about the limted cost-
sharing provision that |imt that anmount of paynent, sone
providers may be less inclined to take dual eligible
beneficiaries. In fact, CM5 did contract for a study that | ooked
into this question in nine states and did find that there was a
reduction in utilization that correlated with a reduction in
paynent. And this was particularly noted for outpatient nenta
heal th servi ces.

It is difficult to pinpoint the total inpact of this policy
at this point. That study | ooked at nine states. W don't know
what's happening in all the states. W don't know how rmuch | ower
their Medicaid paynent rates are. And we don't know for what
services they've decided to this for because they can choose to
have different policies for different services.

Access to care could also be threatened on the MtC side to
the extent that beneficiaries are avoi ding care because they are
being charged for it and they actually shouldn't have been
charged for it, and the fact that Medicaid is not required to pay
the prem uns may be a di scouragenent to these beneficiaries for
enrolling in this type of plan. That may be of concern if you
feel that this kind of plan would actually benefit these
beneficiaries who have a | ot of health care needs.

| would also note that recent |egislation, DIMA did have a
provi sion that all owed specialized plans to focus on dual
el i gi bl e popul ations, as well as other vul nerabl e popul ati ons.
And if they were focusing on themthey would be relieved of
certain regulatory requirenents. And that may enable themto
enroll nore dual beneficiaries. O course, we don't know how
that will actually play out. And it does seemthat it's |limted.
It doesn't necessarily apply to those MtC plans that are serving
a much nore diverse popul ati on and haven't chosen to just focus
on dual s.

Lastly, we would note that there has been sone inconsistency
in the way that conflicts between the two prograns rul es have
been resol ved. For exanple, as Medicaid prograns begin mandati ng
enrol I ment in managed care plans, dual eligibles were exenpted
fromthis requirenent on the grounds that they were Mdicare
beneficiaries first, and that as Medi care beneficiaries they had
freedom of choice. But as we see in the cost-sharing provisions,
t hat Medi caid paynent is now adequate for these beneficiaries.
And in that case, it seens that they're Medicaid beneficiaries



first, Medicare beneficiaries second.

| think with all those words, that concludes our sumary of
paynent and cover age.

| just would note what our next steps are. | think we have
alittle bit nore work to do on this area and we | ook forward to
getting your coments and out sone of the facts and inplications.
And then we want to nove on to the other areas that | nentioned
bef ore the denographic characteristics, cost and use of care, and
access to care.

We're hoping to get this into shape for a June report
chapter. And we |ook forward to your comments on the content and
tone, and anything we m ght have m ssed so far.

MR DURENBERCER: |'Il be brief.
| just want to thank you, M. Chairman, and Mark, and
obvi ously both of you for the quality of this work. | think, as

| listened to you go through this, it's so much easier to
understand than dealing with the aggregates of all of the
hospitals in Anerica, and so forth, because we're finally
concentrating on |ooking at this as peopl e.

| laughed as you were going through the presentation and |
wi sh Sheila had been here, because we're the people that are
responsi ble for doing all this sort of thing and creating all of
t hese kinds of things, which only reflects on the critical
i mportance of finding a way to undo it, is much harder. But we
can't do that unless we understand what it is. And that's why
the inmportance of this contribution to our work, | think, is
enor nous.

| was | ooking at page 10 on the separate paynent systens and
clearly this does not only apply to | ow inconme dual eligibles.
This applies to the whole system all of this, pronotes cost
shifting, underm nes coordination of care, increases total cost.
This whole list is the Arerican health care system So this is
an incredibly valuable insight, certainly for ne and hopefully
for a lot of others.

One of the things that's a distinction here maybe nore than
in other places though is the population that's involved. And to
t hat end, when you go back to the beginning of the work product,
|'d appreciate it very nmuch if we could spend a little tine
researching the | anguage that is used. And | put it under
i nformation, education, communication.

Any of us who have ever been through the system either as
provi ders or consuners, understand nothing about the "benefit" or
the enrollment. Al of this stuff is just totally confusing.

| really think, since we're going into this new Republican
world now with HSAs and MAs and all that sort of stuff, and
everybody's going to be wal king around with noney to buy into the
system we really need to focus on how do we communi cate what it
is that is the nost appropriate benefit, access, all these other
i ssues.

So to that end, and I know this maybe just be another
project rather than a project here, anyone who is famliar with
that part of the system knows that you cannot put all of this
into any kind of a one-pager or a two-pager or anything el se that
wi || adequately present a famly faced with a particul ar



situation or an individual faced with a new crises with the kind
of information they need.

Just this little interchange here about is a honme deductible
and all that sort of thing, | recall going through this process
with nother. She's just living | onger than anybody expect ed.

But | got 11 | anguages to deal with, and that's only on the
English side. And then we nove on to all of the other |anguages
in ny comunity.

Al of the information in the system including 1-800-

Medi care, with on all due respect, is unintelligible to the
average American. And so if, in fact, we are noving to getting

t he consuner, the famly, whatever it is, nmuch nore involved we
really do need to spend sone anmount of tinme hel ping the

pol i cymakers and i npl enenters focus on | anguage and focus on what
it is we are trying to present themwith in terns of

alternatives

In addition to that, we have to get rid of things |ike this
is not abill, and all the rest of those things that confuse.
But the nost inportant part is |anguage and is comruni cati on.

And | would stress that in this popul ation, because across
America -- and you know the data better than I would -- but
across Anerica, including North Dakota, M nnesota, Montana,
pl aces |ike that, the cultural change in Anerica in just the |ast
10 years is enornmous. And the way in which different people from
di fferent backgrounds and different famlies are confronted with
the need to conme into this systemat the |evel that we're tal king
about here, dual eligibles and so forth, is enornmous. And the
way they think about it, the way the react to information, the
way they use that information in a particular conmunity, the way
provi ders have to react to that, is also an enornous chall enge.

So | probably haven't put nmy finger on the right phrase to
use here, but in ternms of what is the work effort, if it is
possible to put sone tine into at |east outlining the problemfor
policymakers, | think it would be hel pful.

MR. HACKBARTH. | think you' re absolutely right about how
wel | or poorly we comunicate these things, although in this area
in particular | think an inmportant part of the problemis that
the underlying policy isn't coherent. So you can spend forever
trying to state it clearly and make it sound better, but it's
hard to change the underlying reality.

M5. DePARLE: You just nmade ny point. | agree, Senator
Durenberger, with everything you said about conmunication. But
whenever | return to the subject, and you did a great job of
outlining the issues and the current state of the program [|'m
rem nded of how crazy it is to have all these different
categories, QvB, SLMB, Q, DW, QOW, whatever it is.

What does that conmunity to people except a ness with al
the different tests? Cearly what makes nost sense is if we had
a separate thing that was Medicare Plus or Medicare sonething for
peopl e who were very | ow i ncone.

| worry that the new DI MA provisions, while well intentioned
to hel p peopl e who have the greatest burden in trying to neet the
costs of a new prescription drug benefit, is only going to add to
the conplication. | don't know whether that's anything that we



coul d ever have an effect on but certainly I think that's a big
part of the problem

MR. DURENBERCER: You're making my point in so does the
Chai rman. Qur message has to be to policynakers that -- because
nost of these people who are here in this town understand nothing
about the policy that they're dealing with, in all reality.
There's a few people that understand the difference between a QVB
and a SLMB, but nobst of them don't understand Medi care versus
Medi cai d.

So they have to be presented with the chall enge you faced as
the adm nistrator in a different way, in a context which goes
back to their district and to the people that conme into their
of fi ces and conpl ai n about | anguage and not understanding this
and how cone | have to give up nmy hone and things |ike that.

So | don't disagree that policy is the problem But | think
we have to -- we should play a role in putting a way to educate
t hese policynmakers on the consequences and what are the
alternatives. Thank you very much

M5. DePARLE: Yes, and the challenge that | faced as the
adm nistrator was not this. |1'mnot proud of that, but for every
one call or letter | ever received about any of these people,
there were 500 about which hospital fit into this or that
category and wage adj ust nent.

So we're not tal king about -- | think the point that Anne
made at the beginning, is we're not tal king about 20 percent of
our beneficiary population who fall into this category. And

what ever the reasons have been before that we haven't focused on
it, we have to start focusing on them

One thing that would help ne, Anne, and | don't want to add
to your burden in trying to get this done by June, but if there's
a way to construct an average -- there probably isn't, but an
average dual eligible to sort of give us a little nore flavor for
here's what the person mght |look like. This is the kind of
spendi ng they woul d have. They've been in a nursing honme in a
gi ven year or whatever.

Because we tend to | ook at things here in stovepi pes of
services. This has conme up repeatedly over the | ast year, maybe
those are duals. 1Is that who that is, the high spending people
in that category or the ones where the nursing hone is having
troubl e covering them

It would help ne to see that. And maybe even a | ow end and
a high end. | don't know if that's possible but | think that
woul d help ne to get a better sense of who these people are.

M5. MJUTTI: Absolutely. That was part of our plan in our
cost and user of services and al so in our denographic anal ysis,
too. And nmaybe there's an average dual beneficiary out there,
but maybe there's not. Maybe it would be hel pful also to provide
with you're going to see there's three major types of dual
beneficiaries and their health care needs actually vary quite a
ot fromeach other. And this is what each of those categories -
- if we can do that, that's our goal because |I think it would
hel p tease out what sonme of the real issues here are, where the
access problens are going to be, who specifically would face
those, if there are any.



DR. WAKEFI ELD: Sone of the thoughts that | had in reaction
to this chapter have already been expressed.

|'"d say when | was reading it, the further I got into the
draft the nore | started to reflect on, there was sone TV program
that was sonmething |i ke good pets gone bad. This is |like a good
program God | ove you for creating it, whatever role you had,
gone bad. That's just the sense | had.

The conplexity here and the disservice and the

dissimlarities in a population that is, | think, unarguably the
nost vul nerabl e of the popul ation we care about, really starts to
conme through here. | think nost of us would have recogni zed that

in the back of our mnds. But you did an exceptional job of
beginning to tell the story. So that's ny first conment.

And |'d say stay the course because this m ght be one of
pl aces where we as MedPAC coul d make one of our best
contributions to the extent we can perform-- help first educate
and then secondly inform people's thinking about this in order to
drive hopefully some neani ngful change over tinme. | can't think
of a better cause, personally, than really drilling down in this
ar ea.

So you start to do that, at least you did it for ne when
was reading this. And | think it's a really good use of our tine
and resources and so on. So that's the first conment.

The second coment is | don't know that -- for exanple, it
was jarring reading about the nmental health coverage and t hat
particul ar section as an exanple. | don't know that you would

ever have access to or we could find anything that would tell us
about whet her or not these people just sort of fall off in terns
of being able to access services. That is, we know utilization

drops but is there anything el se that happens? Do we see a bunp
up sonepl ace else like in energency roomvisits or in hospital

utilization when those benefits start to slide down? | don't
know that we've got data that tells us that. Wat we know is
that there's fewer utilization, | think it was of inpatient

mental health services perhaps, or outpatient it was.

But is there anything el se that's happening that m ght have
a cost inplication for the progranf? Let al one what may happen if
we're assuming that this isn't overutilization at the front end?

So if we got that, that m ght be a helpful piece to toss in
as wel | .

Two ot her comments. One, you do a nice job of highlighting
some of the state deno prograns and the PACE program And you
pretty nmuch let the reader know these things are not out there
and they're having a relatively small inpact in terns of the
total popul ation covered. | probably m ght even try and make
that point a little bit nore firmy, because for exanple the PACE
programas it's currently constructed, it is extrenely hard --
al though there are efforts being made -- to try and reorient PACE
so that it's viable in rural areas. H storically, it has not
been.

So when we start to | ook at the prograns that you're dishing
up here as alternatives, they're great. But A to your point, |
think the point needs to be nade strongly, not used very nuch.
And in fact, there are sone real limtations in terns of where



they can be applied. So that's another point that | wouldn't
lose in all of this.

Your inplications piece here, we're not teeing this up at
the | evel of recomrendations at all when this conmes out in the
June report. But | do think that to the extent that we can put a
road map out there in some fashion, your inplications start to
nove us that way, to really say this is what's happening with
coordination of care, of quality inplications and access
i nplications.

| think, in addition to educating and inform ng, wthout
going to the level of saying here are the 15 things obviously
that need to be done, if we can't go there, to be as clear as
possi bl e in hel ping the reader understand what next steps m ght
be at | east worth considering.

So as much effort as possible on the inplications side
because the problemis so serious, the challenge is so serious
that if we can start hel p peopl e thinking about what m ght be
sone viable alternatives and sol utions wi thout saying here are
the 10 things that nust be done tonorrow, | think that's going to
be well worth spending sone tinme, too. Not easy, but well worth
spending time. And you' ve started to do that with your
i nplication section.

So bottomline, really illumnating. | thought the
variability that you describe here is jarring on the face of it
within the programand | think it's a great piece of work that
you' ve ki cked off.

M5. RAPHAEL: There were four points that | just wanted to
see enphasi zed as you nove forward. The first is that we
actually have 50 Medicaid prograns in the United States not one.
And | think that really affects a |lot of the other issues that
we're trying to westle with here.

Secondly, | think we need to really interlace this wth what
we' re doing on quality because |I think at the consuner |evel it
really does affect quality. | think that this particular group

of beneficiaries, because they have greater needs and utilize
nore services, the fissures and cracks in the systemare

magni fied in their case. And when you |ook at transitions, the
failure to conmuni cate information, the need to nove from one
paynment to another, | think really is very, very inportant in
terns of what happens on quality.

| know in the long-termcare systemyou could prevent
rehospitalization but there's no reward or incentive to prevent
rehospitalization. That's just one exanple of many, nmany ot her
exanpl es of how incentives are not aligned here at all.

A third issue for me, which you nade and | think I'd like to
see sone exanples and really sonme nore enphasis, which is this
adds to total cost in the system You nentioned the Medicare
maxi m zation progranms. | know we're just one of nmany, many
or gani zati ons where we've had groups, the state cone in, they
want cl ai ns going back 11 years to rebill to Medicare and say you
have to hire 100 people to go and really do the review of
t housands upon thousands of clainms. And it adds a | ot of costs
to the system And there are nmany, many instances of one payer
trying to shift to the other payer and addi ng costs and



ultimately raising the price that the federal governnent is
payi ng overall.

Lastly, | would be very interested in seeing if you could
pul | together sonething nore on managed care because ostensibly
this is the group for whom you woul d want sonme managed care
options. This is a group that really could benefit, whether we
call it coordination or nmanaged care, care nanagenent.

So I'd like to kind of see right now what is the state of
what ' s happened i n managed care, whether it's in MtC or in one of
t hese i ntegrated nmanaged care prograns or noving to di sease
managenent or chronic care nanagenent. And sonme notion of what
we think m ght be possible in terns of trying to have sone rea
vi abl e managed care options here.

And is it risk-adjustment issues or is it the lack of real
clinical nodels that's inpeding work? O is it ultimtely the
financi ng? Because | don't think we're yet |aying the groundwork
for the next generation of managed care for this particul ar
popul ati on.

DR MLLER Can | say just one quick thing on your very
| ast point? This is one of the groups that we're going to be
tal ki ng about in our disease managenent analysis. So | think
some of what you said on your l|ast point could also be dealt with
there. But wherever it falls, it falls.

DR. REI SCHAUER. Anne and Sarah, | think you' ve done a

really good job and we've started down the right path here. 1've
groveled around in this literature a good deal over the |ast few
decades and | learned quit a bit fromthis.

| initially was being notivated to speak because | wanted to
di sagree with Nancy Ann when she nentioned the word average. And
then Carol cane in and said what | was going to say on that
score.

| think averages here are dangerous. |In fact, they m ght
descri be sonething that doesn't exist both because, as you
poi nted out, there are different in a sense flavors of Medicaid
beneficiaries, full duals, QvBs, SLMBs, et cetera. But also
because the state prograns vary so trenendously.

The ram fications thereof are less for the elderly than they
are for the non-elderly population. But nevertheless they are
significant. And | was hoping what you could do is pick a couple
of very different state prograns. | think there are sone
prograns that pay quite high to providers and sone that pay
abysmally | ow and sonme that have very rigid eligibility standards
or enforce the federal ones, and sonme that are a little | ooser
and goosi er about that. And just sort of give us a flavor for
that, rather than the average.

The other thing I was wondering whether it would be possible
in the denographic analysis to give a picture for the fully dual
eligi bles of when and how they conme on and how | ong the stay. |
have no i dea whether of the fully duals, 80 percent of them cone
on when they first get Social Security full eligibility at age 65
and stay on until they die, unlike the working popul ation and the
Medi caid people. O whether a very high fraction of themsort of
come on as their incomes go down. It's the 75-year-old w dow who
doesn't get the pension anynore from her spouse who's passed away



and whether we're dealing with that sort of person.

If it's the fornmer it really strikes you as crazy that we do
this the way we do it because we have these people, in a sense,
in our responsibility for a 20 or 30 year period. So to have
t hem handl ed the way they're being handl ed nakes no sense.

DR. RONE: Another category are the ones who are in |ong-
termcare facilities and becone Medicaid beneficiaries because of
t he spend-down of their resources. And that is a particular
subset that m ght be particularly interesting to |look at with
respect to their utilization.

DR. STONERS: | also thought it was a great chapter.
| wanted to get back a little bit tal king access and quality
to that copaynment issue that you had. | know in my practice our

state makes a very strict point to keep bel ow the 80 percent of
Medi care paynent levels. And | think that's the case in a | ot of
the states, so physicians are taking care of these individuals at
essentially the Medicare rate without the copaynent. So that
gets to be a problemw th access and | think we need to | ook at
access in that group like you're talking.

But in ny personal observation the real access problem here
beconmes in the ones we just tal ked about in |ong-termcare
facilities where the Medicare paynent for taking care of nursing
home and |ong-termcare patients is extrenely | ow anyway for
physi cians. And then we turn around and reduce that paynment by
anot her 20 percent. And the nunber of dual eligibles in our
nursi ng home, we may want to bring up also, is a very large
per cent age of those patients.

So the mpjority of the nursing hone patients end up getting
taken care of for a very discounted rate. And therefore, it's
very difficult to find physicians that will get into this kind of
care and take care of these people where real coordination of
care that was nmentioned before is really needed. That goes for
honme health or anything el se where we're trying to take care of
t hose i ndi vi dual s.

So | think that would good in this to get the data sonewhere
al ong, and you may al ready have it, of conparing the Mdicare
paynent rate in the states to what the Medicaid paynent rate is.
And therefore we can really see what physicians are being paid.
Are they getting a copay? Are they not getting the copay by
state? And maybe that will answer some of our access problens.

But anyway, good chapter.

M5. MJUTTI: We don't have that data right now We' Il |ook
for it and see how we do.

MR. SMTH  Thank you. This was terrific stuff and al nost
everything that ny coll eagues have said | agree with. Let ne
just try to quickly underscore three points.

| thought Dave Durenberger's initial reaction was exactly on
target, that this chapter ought to cause those of us who have
some responsibility for all of this to say oh ny God. As we
t hi nk about what this chapter's purpose is, we ought to see it in
the context of a notivational instrunent rather than a
technically accurate and descriptive one. That's tricky business
for us, but | think Dave and Nancy Ann had that exactly right.

Sonme of the questions that Bob rai ses about the denographics



of these folks, there are two sets of questions. The take up
rates here are low. And is there sonething inportant to
under st and about who accesses this | oony novie system and what
sort of utilization they are able to therefore nake of the health
care apparatus. And the slightly |arger nunber of folks, it
seens to me, who are eligible but don't access it, and what do
their utilization patterns | ook |ike.

And related to that, and it's a question that grows out of
Carol's observation and a little bit of the work you' ve al ready
done on the specialized prograns, is there anything, whether it's
state Medicaid paynent rates or access to one of the specialized
progranms, PACE or Wsconsin or Mnnesota, is there anything that
we can look at and say this is associated with higher and nore
appropriate utilization? That m ght begin to pave sonme of what a
road map mght ook at. The kind of road nmap that Nancy Ann
t al ked about.

The answer may well be no, but as we look at variations in
utilization, it mght be useful to ask ourselves are there any
characteristics here which seemto be systematically associ ated
with better utilization, no matter how conpl ex the apparatus is.

MR. HACKBARTH. Ckay, well done. Thank you.



